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Th'e populous and spra;vlins state of Ut:ar Pradesh is 


v^jll ondo\;6d v^ith rich natural rasources in the forni of vast 
fertile lands, plentiful surface and grcMsod rater resou^rces^ 
flora and fauna of various kinds^ foresee as ^lell as 
1 i V e s ^ o c resources* The state also has a 1 o r 9 ® number of 
urban centres of various size and is well connected throu^r. 
rail and road network i.ith other parts of the country. In 
spits of its rich natural resources and vast manpower the 
state of U.P. continues to be a5uon9 the iiiost back«i^ard states 
of the country in indicators of socio-economic devel opmea t . 
The state has also lagged behind the country as a whole in 
the pace of economic g i" o w t h t h r o u 9 h o u c the p . a n n i n 9 p e r i o d * 

The present paper seeks to ( a ) provide ■*. brier p r' o f i 1 e 


of economic growth 

i n 

U . P . over 

the past 

two decades 

b y 

sector :i d b y r e g i on ; 

(b) analys 

3 the key 

■Je terii nan ts 

of 

g r c j t h p e ."‘.f 0 r u a n c e ; 

(c) 

i d e n t i f y t 

he major 

insci tutional 

and 

po 1 icy constraints 

to 

growth in 

vari oils' 

sectors; and 

(d) 

suggest 1. rasures to 

0 V e r 

come these 

consrrai 

n t -S' » 
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GROWTH RATES OF SDP 

The growth perfor®ance of the U.P* economy in the past 
five decades has been dismali* Growth rates of income in 
have lagged considerably behind the nations*, average through 
out the planning period except for t-jo brief spells during 
the period 1974-79 and 1990-92 (Table 1) * As a consequence 
the dis:i.ance between the state and the national per capita 
incorie has been constantly widening throughout the planning 
pe r i od - ITab! e 2)* In 1950-51 the state per capita income vias 


nearly 

comparable to 

the national per capita 

i ncc je * 

T oday 

y * p * ^ s 

per capita 

income is less than 

t wo- 

'thirds 

of the 

n a t i o n a 1 

per capita 

income reflecting 

t he 

fact 

that as 


compared to U»P. the rest, of India has moved at a much higher 
pace* The relative gap has tended to widen at an accelerated 
pace during the nineties when national growth rate 
accel e r a iied 5 while state growth rate, suffered a decline* 

the first twenty-five years of planning the state 
sconosy ««Dved at a snail pace registering a gr'owth rate of 
around 2 per cent par ennunia which v^as barely, above the 
population growth rate* Per capita income in the state 
virtually stagnated during this period* definite turning 
point in 'the. growth performance of U*P* eccnomy was^ however, 
discernible since around the mid-seventies (Singh, ■ 1987a)* 
During 1981-95 the state ■econort.iy gre;. at the rate of 4*0 per 
cent per 'annum and per capita state incone at the rate of 1,8 
per cent per annua* Though these rates of growth are 
distinctly above the growth rates observed in the first three 


Average Annual Growth Rate or T otai and Per Capita 

IncoiBe in U.P. and India, 1951-96 

(Per Cent) 


Rate o 
a I n c o ! 


1956-6 


1 

1966-69 

1969-?^ 


1981-85 

1985-90 

1990-92 

1992-96 

1981-96 


Note ; Based on new series with 1980-81 as base. 

Source : State Planning Commission, Government of U.P.(1997) 

Draft N inth Five Year Flan (1997“2;i02) and Annual 

Plan. i997-98 , Vol.l, p.iO, Luckno*.#.- 


decades of planning, they are still markedly ■ below the 
national growth rote. Moreover, soae slackening in the 
growth rate of U P. economy is visible during the nineties. 
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Table 2 ; 

Gap Between Per Capita 

State 

and 

National Incowe 


1950-51 to 

1995-96 





Per 

Capita Income 

at Current Prices (Rs.) 

Year 

U.?. 

India Absolute 

Gap 

Relative Gap (t) 

1950-51 

267 

259 

8 


3«0 

1960-61 

306 

252 

54 


17.6 

1970-71 

486 

633 

147 


21.6 

1980-81 

1278 

1630 

352 


21.6 

1985-86 

1999 

2730 

731 


26.8 

199G-91 

3590 

4983 

1393 


28.0 

1995-96 

5983 

9321 

3338 


35.8 


Source : Plan Documents of U»P. 


SECTOkIiL groiith 

A look at the sector” a 1 pattern of 9 re th r‘eveals chat 
the stagnation observed in ^he state econoa*^^' till the wid-" 
seventies perir.8ated all the three «ajor ■ sectors of the 
econOk.y {Table 3) • The perf omance, of all the sectors 
iifiproved Harkedly after that* Hov^everj the groiith moientyii 
witnessed in the state economy seems to have received a set 
back in the nineties* The sectoral pattern of growth 
suggests that the growth momentum witnessed during 1975-'90 
period was generated by the success of the green revolution 
in the state* The deceleration of the growth rates in 



agriculture in the nineties has again led to 
deceleration in the state economy. 


overall 


Tab! e 3 ; Sectoral G r o w Lh_La 

(Per Cent Per Annum) 


Period 

Pr i raary 
Sector 

Secondary 

Sector 

Tertiary 

Sector 

Total State 
Incoiae 

1951-56 

1.8 

1.6 

3.0 

2.0 

1956-61 

1.5 

3.2 

2.3 

1.9 

1961-56 

-0.2 

9.2 

2.6 

1.6 

1966-69 

0.6 

-3.8 

1.9 

0,3 

1969-74 

0.9 

6.7 

2.9 

2.3 

1974-79 

5.5 

7:3 

. 5.3 

5.7 

1981-85 

2.3 

• 6.8 

5.0 

3.9 

1985-90 

2.7 

8,8 

8.0 

5.7 

1990-92 

5.4 

1.2 

1.6 

3.1 

1992-96 

1.5 

2.6 

3.3 

2.4 

1960-81 

1.8 

5.5 

3.1 

2.7 

1981-96 

2.6 

5.5 

5.1 

4.0 


Source 


conomics and Statistics Division, State P^jnning 
nstitute. U.P. (1996)g Stat.e_J_^c,?_me._Es^^^^^ 

980-81 to 1994-95» Lucknow and cconosics and Sta- 
;istics Division, State Planning J"?titute, U.P. 
1997), Draft Ninth Five V e aL . J ll ^— 

: „ n ■ . 1 P lT,7rT99 7 -T 8 . Vol . 1 , Luck.lO« . 


Growth rates of sectoral income for the period 1980-81 
to 1995-96 have been computed by fitting the log linear 


have 
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function (L 09 y “ a + bt) to the index of sectoral NSDP at 
constant 1980-81 prices* The T and R statistics for all 
sectors sho« a close fit (Table 4)* The trend grow'th rates 
were 2*6 per cent per annum for the primary sector, 5*7 per 
cent for the secondary sector and 5*3 per cent for the 
tertiary sector* These growth rates are distinctly higher 

Table 4 ; Log-Linear Gro^jth Rate by Sectors jji_ U.F* _At 
Constant £9 




Constant 

Coefficient 

T Value 


1 . 

Agriculture and 
Ariifflsl Husband r“y 

4.9813 

0.0274 

21.2632 

0.97 

2. 

Forestry S Logging 

4.6073 

-0.0885 

-11.3302 

0.90 

3. 

Fisheries 

4.5868 

0.0972 

16.3703 

0.95 

4. 

^ii ni ng 

4.6385 

0.0856 

6.687? 

0.76 


Primary Sector 

4.5718 

0.0264 

14.5918 

0.94 

5. 

Manufacturing 

4.6267 

0.0711 

13.1812 

0.93 

5. 

1 Registered- 
' a n u f a c L u r i n g 

4.6852 

0.0916 

10.3264 

0.88 

5. 

2 Unregistered 

Many f ac tur i ng 

4.5861 

0.C458 

22.3034 

0.97 

6 * 

Construction 

4.58225 

0.0081 

3.2195 

0.43 

7. 

E 1 s c c r i c i t y , 

Gass etc. 

4.5187 

0.0899 

6.6115 

0.75 


Secondary Sector 

4.6012 

0.0571 

12.7676 

0.92 

8. 

Trasnpor t , Hare- 
housing and 
Construct ion 

4.6288 

0.0420 

20.6535 

0.97 

9. 

Trade 3 Hotels 

4.5543 

O.OhOS 

36.9815 

0.99 

10. 

F i nance 3 ' Real 
Estate 

4.5873 

0.0642 

12.8029 

0.92 

11. 

Pub! i c Adaini 
strati on 

4.5484 

0.0726 

18.8047 

0.96 

12. 

Other Seryices 

4.507? 

0.0623 

14.1912 

0.94 


Tertiary Sector 

4.5569 

0.0533 

21.4829 

0.9? 

Net 

SDP 

4.5704 

0.0414 

21,5169 

0.97 

Per 

Capita SDP 

4.5853 

0.0198 

11.5022 

0.90 
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than the gro^ith rates observed for the period 1960-61 to 
1980-81 »hich asisounted to 1/7 per cent, 4.9 per cent and 3*2 
per cent for the primary, secondary and the tertiary sectors 
respec lively. 


T abl e 5 

; Quadratic 

Function 

Est i iKa tes 

for Growth of 

NDP in 


U.P. 





P e r i 0 d 


Estisiiate of 

Furic t i on 




Constant 

t 

t2 


Net Stat 

e Domestic Pr 

oduc t 




1960-61 

to 1983-84 

4.3463 

+0.0053 

(0.7939) 

+0.07096 

(0.6958)* 

0.94 

1980-81 

P r i Si a r y 

to 1995-96 

Sector NSDP 

4.5219 

+0.0575 
' (8.0456) 

-0.0010 

* (-2.3266)* 

0.98 

1960-61 

to 1983-34 

4.4033 

-0.00006 

(-0.6610) 

+0.0008 

* (2,0183)* 

0.77 

1980-81 

to 1995-96 

4.5874 

+0.0212 

(2.6919) 

+0.0003 
* (0.6811) 

0.94 


Se condar y Sector NSDP 


1960-61 

to 

1983-84 

4.1305 

+0.0218 

+0.0012 

0.96 





(2.2343)* 

(3.3813)* 


1980-81 

to 

1995-96 

4.4340 

+0.1129 

-0.0033 

0.97 





(9.5706)* 

(-4.8638)* 


Tertiary 

Sector NSDP 





1960-61 

to 

1983-84 

4.3153 

+0.0137 

+0.0008 

0.99 





(5.2499) 

(8.1148)* 


1980-81 

to 

1995-96 

4.4917 

+0.0750 

-0.0013 

0.98 





(8.2V76) 

(-2.4670) 



^cte ; Figures in parenthesis give t value* 

, Asterisk aark shows t values are singificaot at 5 per 
cent level or above* 
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Earlier studies have su 99 ested that an acceleration in 
the growth of the state economy had taken place after 1974~75 
(Sin 9 h 5 1987; Dholakia, 1994). However, quadratic function 
estimates for the period 1980""81 and 1995“'96 indicate a 
statistically sisnificant deceleration in the growth rate of 
y.P* economy in recent years which is specially marked in the 

case of the secondar-y and ter"tiary sectors (Table 5)» For 

2 

the primary sector, however, the coe f f .i c i eii t of T is 
positive but statistically insigni f leant . 

Quick estimates for 1996-97 indicate an increase of 7.3 
per cent in NSDP over the previous year. This was primarily 
due to the unusual 1 y fa vourabl e weather which led to a jump 
of 10.9 per cent in agricultural output and should net be 
interpreted as implying a firm reversal of the deceleration 
phase observed in the nineties. 

SECTORAL SHIFTS 

The sectoral compos i t i on of income in U.P. did not show 
«uch -change during the first two decades of planning. 
However, since. 1970-71 we observe a sharp decline in the 
share of the primary sector in state income and a 
cor respond! ng increase in the shares of the secondary and the 
tertiary sectors (Table 6). It needs ' to be added that the 
doiiiriafice of the primary sector continues to be much higher 
in the U . P economy as compared to the national economy. 
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Table 6 % 

Shift's in 

the Sectoral 

= in State ! nco!ne_.ifi_ 

Since 1951 




Period 

Per Cent 

Share in State Income at 

Current Prices 


p r i a r y 
Sector 

Secondary 

Sector 

Tertiary 

Sector 

Total State 
Income 

1960-61 

60.2 

11.1 

28.7 

100.00 

1965-66 

61.2 

12.5 

26 ® 3 

100.00 

1970-71 

60.2 

14.9 

24.9 

100.00 

1975-76 

54.0 

16.3 

29.7 

100.00 

1980-81 

52.3 

15.3 

32.4 

100.00 

1985-86 

45.2 

18.5 

36.3 

100.00 

1990-91 

42.6 

20.8 

36.6 

100.00 

1995-96 

42.0 

20.3 

37.7 

100.00 


Source ; U,P. Government, Planning Department, Plan_,Doi^ejit§. 


There has been a near stagnation in per capita income of 
the agricultural population between 195o-5i and 1980-81 
(Table 7). Only in the eighties we observe a distinct impjo- 
veiient in per capita income of the agricultural population at 
a rate of 2.1 per cent per annua. However, for the entire 
period 1950-51 to 1990-91 per capita income of agricultural 
population increased at a slow rate of 0.58 per cent pet 
annum. In the non-agricul tural sector per capita income 
increased at a much higher rate of 2.30 per cent per annum. 
Consequently, the disparity ratio between the per capita non- 
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agricultural iticome and per capita agricultural incojiie has 
almost doubled from 1^82 in 1950-51 to 3*59 in 1990-91 (Table 
7) . 


Table 7 t Per C a p i t a Incom e in A q r i c u 1 t u r a 1 and 

Non - A 9 r i c u 1 t u r a 1 S e c t o r s in U » P ^ a 


Year 


Per Capita Income 
1970-71 pr"ices 

at Constant 

Ratio Non- 
A 9 r i . to 

A 9 r i . P e r 
Cap i ta 
Income 



Total 

A 9 r i c u 1 
t u r a 1 

- 

Non-Agricul- 
t u r a 1 

1950-51 


436 

357 


650 

1.82 

1960-61 


453 

376 


644 

1.71 

1970-71 


486 

361 


911 

2.52 

1980-81 


519 

365 


958 

2.62 

1990-91 


775 

449 


1614 

3.59 

Annual Rate 
Growth 1951 
(Per Cent) 

0 f 
-91 

1.45 

0.58 


2.30 


Source i 

Government of 
(1991), Draft 

Uttar Pradesh, Planning Department 
Eighth Five Year Plan (1392-97) and 


Annual 

PI an ss 1 

992-93, 

Vol 

*1, Lucknowj 

P,136 


RESIOHIiL DISPARITIES hUD eROIITH 

Marked disparities across regions and districts in the 
levels of socio-economic devel opmen t and the growth rates 
conti-nue to exist' in the state. Western region of U.P. ’is 
coapara t i vel y aore developed in terms of econoiiiic indicators. 
Central region falls in the intemediate category in' terms of 


11 


economic development* The other three re9^Q^s of the state^ 
namely eastern region, hill region and Bundelkhand have been 
officially declared as economicaliy backward*’ While 
8 u ri d e 1 k h a n d falling in the s o u t h a r n plateau and the hill 
region falling in the central Himalayas suffer from 
geographical handicaps, the eastern region is poverty striken 
due to high population pressure in agriculture and low 
p r oduc t i V i t y . The problem of regional d i f f e r en t i a t i on in the 
state has deep rooted historical, geographical, social and 
political factors (Singh, 1981)* 

The process of economic development albeit slow has been'" 
spatially fairly widespread though the deep rooted economic 
disparities have persisted and in some respect aggravated in 
spite of a favour" able tr“eatment of the backward r'egions under 
the state plans (Singh, 1981)* We also find considerable 
intra-regional and inter-sectoral disparities at the district 
level in all the regions (Singh, 1997)* 

A. particularly noticeable phenomenon has been the rapid 
spread of the green revolution accross the irrigated plains 
of U*P* right from the relatively developed western districts 
to the backward eastern districts (Singh ISo?, 1997)* The 
relatively dry districts of the hill region and Bundelkhand, 
hoviever# 'did not ■ fare so well* In fact taking the 
qyenqueniii a1 averages centred around 1969-70 and 1994-35 the 
grcwtn rates of foodgrain outpu",- and yield have been faster 
in eastern region as compared to the western region (Table 
8},. However in case of commercial crops like oilseeds and 
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Table 8 : 

Regi Oil- w i se 

‘ Growth 

Rate of 

Output and 

Yield of 


Major Crops 

in U 

.P. 

(1968- 

71 to 1993-96) 






(Per cent 

per annum) 

R 8 g i 0 rj 



Foodg rains Oilseeds 


A, Output 

M e s t e r n 

4.15 

5.38 


3.15 

5.46 

3.43 

Central 

5.64 

5.11 


3.15 

1.07 

3.20 

E a s t € i" 11 

6.51 

4.80 


3.61 

3.91 

0.82 

Hill 

1.72 

2.85 


1.82 

3.20 

2.31 

8 u n d e 1 k ii a n d 

2.97 - 

0.27 


1.90 

6.70 

1.02 

U.P. 

4.80 

4.80 


3.15 

4.06 

2.85 

B, Yield Per 

14 e s t e 1 “ n 

; Ha . 

3.96 

2.79 


3.05 

2.15 

1.55 

C e n t r a 1 

3.54 

3.01 


2.89 


1.38 

Eastern 

3.97 

2.87 


3.16 

2.13 

0.73 

Hm 

2.24 

2.17 


2.10 

2.96 

1.55 

Bundelkhand 

0.10 

2.29 


1.72 

3.28 

1.58 

U.P. 

3.77 

2.75 


2.91 

1.65 

1.40 


sugarcane western region has out perfornied other regions. 
Because of the irrigation constrain the hill and Bundelkhand 
region have not performed well in case of foodgrain outputs, 
But in case of oilseeds the two regions .have registered 
fairly high growth rates. 

Considerable variations in the levels of productivity 
and agricultural modern i sa t i on continue to persist (Table 9), 
Thus' yields of wheat and rice were about 30 per cent higher 
in western region as compared to the eastern region during 
the trienniiiw ending 1995'-96, Availability of irrigation 






Table 9 s Region-^i^ i se .... I.n d jc a t o rs of Agricultural P r odu ctivi tl_ 

in 0«P» s Mid Nineties 


Region 

Average Yield Per 

Percent of 

Fert il i ser 

No . of 


Ha. (Qtl .) 19S3-96 

Gross I r r i ~ 

Consufflptiofi 

Tractors 



gated area 

Per Ha. of 

per 1000 


Wheat Rice Sugar 

to GCA 

GCA (Kg.) 

of GCA 


cane 

1995-96 

1993-94 



Western 

28.4 

22.5 

642.8 

83.0 

111.1 

19.4 

Central 

23.1 

17.9 

520.3 

66.5 

78.8 

10.4 

Eastern 

22.2 

17.6 

51C.2 

57.0 

89.6 

10.4 

Hill 

18.1 

19.8 

612.9 

35.9 

75.2 

9.7 

Bundel khand 

18.0 

8.7 

410.0 

38.5 

24.6 

13.4 

U.P. 

24.0 

18.7 

599.5 

65.8 

89.7 

13.7 


facilities is the key factor associated i^ith the regional 
variations in agricultural development in the state (Singh, 
iSS?, pp,350-351). The correlation coefficient at the 
district level between per cent irrigated area and 
productivity is 0.47 and between irrigated area and 
fertiliser use 0-65. 

The regional pattern of industrial activity in the state 
is such iiore concentrated and has further skewed in recent 
years (Joshi, 1979; Papola, 1979). This is particularly so 
for the regi s tered fflanuf ac tur i ng sector. Nearly 60 per cent^ 
of the registered units and over half of the factory workers 
are. located in the western region, while the share of the 
eastern region is. only around one-fifth (Table 10). 
Ghaziabad in the vicinity of Delhi has now replaced Kanpur as 
the leading industrial centre of the state, the respective 
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share of the two districts in industrial work force being 
12.1 and 10.9 per cent in 1988-89. 


Table 10 ; Region- wise Registered Factories_and ..,^P.r..k.§.L§. iil 

UT'P": ---JggQ- 


Region 

No 

• of Units 

No • 0 

f Workers 

'000 


1960 

1975 

1988 

I960 

1975 

1988 

Western 

1301 

2711 

NA 

105 

200 

333 


(52.6) 

(60.0) 


(38.9) 

(49.3) 

(51.5) 

Central 

444 

623 

NA 

53 

73 

144 


(18.0) 

(13.8) 


(19.6) 

(17.9) 

(22.2) 

Eastern 

589 

1008 

NA 

100 

107 

118 


(23.8) 

(22.3) 


(37.2) 

(26.2) 

(18.2) 

Hill 

83 

153 

NA 

7 

13 

37 


(3.4) 

(3.4) 


(2.6) 

(3.2) 

(5.8) 

B u n d e 1 k h a n d 55 

51 

NA 

5 

13 

15 


(2.2) 

(1.1) 


(1.8) 

(3.1) 

(2.3) 

U.P. 

2473 

4517 

NA 

269 

407 

647 


(100.0) 

(100.0) 


(100.0) 

(100.0) 

(100.0) 

Source ; 

Director” ate of Industr’ies 

, O.P. 



The 

recent years have 

tnessed further 

regi onal i sa t i on 

of the 

1 n d u s t r 1 a 1 

economy 

of the 

state. Thus over 

half of 

the proposed investment o 

f Rs.40, 

000 crores 

during 

1990-95 


has gone to a few western districts. Ghaziabad getting the 
lions share. Proximity to Delhi and a relatively developed 
infrastructure sees to be the major factors attracting 
industriestothesedistricts. 
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The trends in per capita output from the coraiiodity 
prodycin 9 sectors indicate growling inter-regional disparities 
between 1980-81 and 1990-91 in the state (Table 11) « Eastern 

y^P* is the poorest r'egion of the state with a per capita 

value of coiiiffiodity output below 30 per cent of the state 

Table 11 ; Bj.. 9 A 5 JlT.wJ_se _Ne_t Ou_t_g_u.t^ CowiBod i ty 

Producin g Sectors at 1980-81 Prices ( Rs . ) 


Region 

1980-81 

1990-91 

Per Cent I n c r e a s e 

h ^ All Sectors 




Western 

987 

1234 

25.0 

C e n t r" a 1 

721 

854 

18.4 

E a s t e r n 

586 

668 

14.0 

Bundel khand 

860 

972 

13.0 

Hill 

1184 

1007 

-15.0 

U.P. 

792 

931 

17.6 

8. Agriculture- 

and Allied 

Sectors 


Western 

802 

886 

10.5 

Central 

582 

650 

11.7 

Eastern 

486 

523 

7.6 

Bundel khand 

755 

788 

4.4 

Hill 

702 

660 

-6.0 

U.P. 

669 

712 

6.4 

C. Manufacturing Sector 



Western 

170 

338 

98.8 

Central 

133 

195 

46.6 

E a s t e r n 

83 

129 

55.4 

Bundel khand 

81 

136 

67.9 

Hill 

94 

206 

119.1 

U.P. 

123 

219 

78.0 


Source ; Economics and Statistics Division, State Planning 

• Institute, U.P. District Leve l Pavel o p aient 

Indicators ,1993 
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average and around half of that in the western U.P. In terms 
of growth rates also western U.P. is clearly well above the 

other regions* 


rORK FORCi CRIMIM 

The period 1971.”'91 is nisrked by en scceiei'stion in 
population and workforce growth* Total workforce according 
to ■ Census iiicreased at, a rate of 1*7 per cent pei annus 

during 1971-81 and 2.5 per cent during 1981-91 (Table 12). 

Ttiis per’iod also witnessed a sodest shift in favour" of the 
non - agricultural sector", with the share of agricultural 
worker's declining fr~om 77.3 per" cent in 1971 to 74.5 per cent 

in 1981 and further to 72.2 per cent in 1991. This shift is 

mainly in favour" of the t e r t i a r y ' s e c t o r . The share of the 
secondary sector", however, has remained nearly static, the^ 
gain in the non-household sector being nullified by the loss 
in the household industries. 

Both acceleration in economic growth in the post green 
revolution period and the demographic pressure seem to be 
related to the changes in the workforce during 1971-91 
discussed above. ■ Mhile the employment elasticity to income 
has reiiained fairly- high (around 0»5) in U.P. in recent 
yearsjk the agricul t-ural ■ and the- informal sectors have 
absorbed »ost of the additions in the workforce. This is 
reflected in the high growth rate in the nasber of workers in 
agricul tural and allied activities, construct! on ^ pretty 


Table 12; Growth and Sectoral Structure of Workforce (Main 


yorkers) in 

1 U.P, ; 

1971- 

51. 



Industrial Category 

No . of Workers i n 
Lakhs 

Annual Growth Rate 
(%) 

1971 

1981 

1991 

1971-81 

1981-91 

1 , Cultivator-s 

157.0 

189.6 

220.3 

1.9 

1.5 


(57.4) 

(58.5) 

(53.3) 



2. Agricultural 

54.5 

51.8 

78.3 

-0.5 

4.2 

Labourers 

(19.9) 

(16.0) 

(18.9) 



3 . P 1 a t a 1 1 0 n » 

1.7 

1.8 

3.0 

0.5 

5.3 

Forestry, etc. 

(0.6) 

(0.5) 

(0.7) 



4 . H i n i n 9 8 Quarrying 

0.1 

0.2 

0.3 

7.2 

5.8 


(-) 

(0.1) 

(0.1) 



Fr ) Ma ry Sect o r 

213.3 

243.4 

301.9 

1.3 

2.2 


(78.0) 

(75.1) 

(73.0) 



5 • M a n u f a c t u r' 1 o g S R e p a i r s ; 





(a) House li old 

10.0 

12.0 

10.6 

1.8 

-1.6 

I n d u s t r y 

(3.7) 

(3.7) 

(2.4) 



(b) Hon -Household 

9.9 

17.2 

22.1 

5.7 

2.5 

Indust ry 

(3.6) 

(5.3) 

(5.3) 



6 . Cons true ti on’ 

1.7 

3.3 

5.1 

7.1 

4.5 


(0.6) 

(1.0) 

(1.2) 



Sec anda ry Sector 

21.6 

32.5 

37.1 

4.2 

1.3 


(7.9) 

(10.0) 

(9.0) 



7« Trade S Corajiief'ce 

11.1 

14.7 

25.5 

2.8 

5.7 


(4.1) 

(4.5) 

(6.2) 



8^ Transport, Storage 

4.7 

6.7 

7,7 

3.4 

1.5 

& Coffiiiuni ca 1 1 on 

(1.7) 

(2.0) 

(1.9) 



9. Other Services 

22.6 

26.8 

41.3 

1.7 

4.4 


(8.3) 

(8.4) 

(10.0) 



Tertiary Sector 

38.4 

48.1 

74.5 

2.3 

4.5 


(14.0) 

(14.9) 

(18.0) 



Total Markers 

273.4 

324.0 

413.6 

1.7 

2.5 


(100. 0X100. OXIOO.O) 


Note : Fi 9 ures in brackets show percentage to total workforce 
Source; Census o f India Reports 


trads and .nscellaneous services. The income levels in these 
sectors are very lo« and there is considerable 
undereeployment in these sectors. Thus, it may be surmised 
that the bulk of additional employment has been generated in 
low paid activities and the pace of modernization and 
structural change has been rather slow. 


Tfshle 13 ! Distribution of Persons on th e ,Basj,.s — of. 

sFITu s (psT s's) bv Industry in Uttar F_rade_sh 


Code 

Industry 

No. of Persons 
(in 1 akh ) 

Compound 

Growth 

Annual 

Rate 



32nd 

round 

1977- 

78 

43rd 

round 

1987- 

88 

50th 

round 

1993- 

94 

During 
1978- 
79 and 
1987-88 

During 
1987- 
88 and 
1993-94 

0 

■A 9 r i cul tu re 

262 

322 

370 

2.08 

2.35 

1 

Mining S Quarrying 

- 

- 

1 

- 

- 

2&3 

Manuf acturing 

35 

44 

50 

2.32 

2.06 

4 

Electricity, Gas & 
Water supply 

- 

'{ 

i. 

2 

- 

12.25 

5 

Construct ion 

6 

11 

12 

6.25 

1.48 

6 

Wholesale & retail 
trades, restaurants & 
ho tel s 

22 

31 

38 

3.50 

3.47 

7 

Transport, Storage S 
Communication 

8 

10 

13 

2.23 

4.47 


Services 

26 

42 

49 

4.92 

2.60 


T 0 t'al 

359 

461 

535 

2.54 

2.52 


Source ; HSS Reports 
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MSS data also feveal a fairly hi 9 h 9 ro«th rate of 2*5 
pet" cent in total work force in li*P* since 1977-78 (Tabie 13)* 
Agriculture absorbed 72*48 per cent of the total inci'ease in 
wo r'k force between 1977-78 and 1993-94* The period saw a very 
iioderate shift in favour of the non-ag r i cul t u ral sector* 

Tliuss the share of agricultural workers has come down from 
72.98 per cent in 1977-78 to 69.16 per cent in 1993-94. 
The shift was mainly in favour of the services sector* In 
factj the share of manufacturing sector in workforce has 
declined from 9.75 per cent to 9.35 per cent over the same 
period. 


ORSAMIZED SECTOR EMPLOYME NT 

The organized sector accounts for merely 6 per cent of 
total workforce and 23 per cent of non-agr i cul tural 
workforce* The absorbtive capacity of the organized sector 
has reisained low and has declined in the recent years* In 
the sixties and the seventies the organized sector employment 
increased fairly sharply rising from 10.93 lakhs in 1960-61 

4 

to 23.54 lakhs in 1980-81 mainly on account of the expansion 
ir, public sector eaiployKent (Table 14). In the last decade 
eraployaent in the organized sector has practically stagnated 
due to slowing down of public sector employment. Private 
sector employment in the organised sector has failed to 
register any increase in U.P. since 1970-71. 
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Table 14 ; Trends in Or g anized Sector Effiplovaent in Uttar 

Pradesh Since 1960 


(Nos. in lakhs) 


Year 

Public Sector" 

Private Sector Total Enploy- 


Empl oyment 

Eniploynsent 

im e n t 

196C-61 

7.45 

3.48 

10.93 

1955-66 

12.25 

4.88 

17.13 

1970-71 

13.89 

5.42 

19.30 

1975-76 

15.67 

5.48 

21.15 

1980-81 

17.91 

5.63 

23.54 

1985 

20.25 

5.47 

25.72 

1990 

21.38 

5.28 

26.66 

1994 

21.34 

5.22 

26.56 

Source 

t Directorate of Effiployment and 

Training in U * P , 

The 

sectoral analysis 

of organised 

sector empl oyment 

i nd 1 cates 

that a9ricu1tur”e. 

manufacturing 

s construction and 


trade sectors recorded a decline in employnient between 1588 
and 1994 and the only significant increase took place in the 
financial and social services (Table 15). 



21 


Table 15 ; T rejids i n 


Code 

No. 

5 I n d u s t r y 

No. 

( 

of Persons 
in Lakh) 

CoRi pound 
Rate per 
(Per 

Growth 

annuffl 

Cent) 



1978 

1988 

1994 



1978- 

1988 

1988- 

1994 

0 

Agricultur-e^ Hunting, 
Forestry' and Fishing 

0.57 

0.78 

0.66 

2.92 

-2.40 

1 

Mining and Quarrying 

0.05 

0.08 

0.09 

4.82 

1.96 

2^3 

M a n u f a c t u r' i n 9 

4.79 

5.34 

4.91 

1.10 

-1.44 

4 

Electr'icity, Gas and 
Mat Supply 

0.86 

0.95 

0.97 

1.00 

0.35, 

5 

C Q !i s t r u c t i o n 

1.48 

1.69 

1.62 

1.35 

-0.68 

6 

yhole sale and Retail 
Traders, Restaurant 
and Hotels 

0.25 

0.32 

0.27 

2.50 

-2.42 

7 

Transport, Storage S 
CofSiiiunication 

3.22 

3.47 

3.49 

0.75 

0.27 

889 

Servi ces 

11.54 

13.90 

14.55 

1.88 

0.76 


Total 

22.76 

26.51 

26.57 

1.54 

0.03 


Source : Directorate of Training and Employment, U.P. 


The major reasons for the declining eiKploysent in the 
organised sector are the fiscal constraint on the state 
budget and continued sickness in the public and private 
enterprises particularly in the textile units. This decline 
in organised sector employment is a matter of serious concern 
as it implies that the major burden of providing employment 
falls *on the unorganised sector already suffering from low 
productivity and over-crowding. 



CASOALISATIOK OF MORKFORCE 


Another important feature of the changes in 
workforce witnessed in II . P • » as in other parts of 
count ryjj is the growing casualisation of workforce due to 
growing marginalisation of holdings and landlessness in rural 
areas^ The proportion of agri c-ul tural labourers was 7*5 pe'r 
cent according to 1951 census* It increased to 11*3 pei cent 

in 1961 and further to 19*9 per cent in 1971 and has reiisained 
at that level since then* The NSS data also shows a decline 
in self employment and regular wage eiiployment and a clear 
increase in the proportion of casual labourers in the last 
two decades (Table 15), * 


Table 15 t £_Li.ilt _.D ,i s_t r j, b_u by Type o f 

Employmen t i n U * P * 


Type of 

E ffl p 1 0 y ii e n t 

1972-73 
27th Round 

1977-78 
32nd Round 

1587-88 
43rd Round 

1993-94 
50th Round 

Self Eraployment 

76.78 

73.26 

71.80 

71.59 

Regular Hage/ 
Salary Earners 

12.51 

9.74 

9.76 

8.78 

Casual Labourers 

10.71 

17.00 

18.44 

19.63 

All yorkers 

100.00 

100.00 

100.00 

100.00 


the 

the 


Source ; MSS Reports 
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R U R AL NOM-FARM EMPLOVHES^T 


The rural work force in U.P. is isuch less diversified 
and the process of diversification towards non-asricul tural 
essployment been much slower as compared to several other 
states (Chadha, 1997). The share of non-agri cultural workers 
has increased moderately from 12.9 per cent in 1571 to 15.5 
per cent in 1S91 according to Census data (Table 16). 
According to NSS data the degree of diversification is 
somewhat mere and the proportion of non-ag r i cul tu ral workers 
has risen from 18.1 per cent in 1972-73 to 23.7 per cent in 
1993-54 (Table 17). Female workers constitute a very 
insignificant proportion of non-far® workers in rural U.P. 
( 6 * 5 p 8 r c e n t ) * 

Table 16 : Sector -wise G rowth of R uji a,l..__yj)jJigj: 

91 


Agricultural Mon-Ag-icultural Total Workers 

Workers Workers 


1971 

20821 (87.1) 

3085 (12.9) 

23906 (100.0) 

1981 

23329 (86.3) 

3697 (13.7) 

27026 (100.0) 

1591 

28745 (84.5) 

5282 (15.5) 

34028 (100.0) 

Per cent 

Increase 



1971-81 

12.0 

19.8 

13.1 

iJSirSl 

23.2 

42.9 

25.9 


Source ; Censu s Repor _ts . . . i i 

Note * ; Figures in parenthesis snow percenc to total 


m 0 r k e r s 
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Tab! e 

17“ *’^ur a1 Mai e 

E p 1 0 ¥ -511 e n t _ 

in U.P* 

(Nos. in 

'000) 






Yea r 

Agricul tural 
Effipl oyment 

Non-Agr i cul tural 
Employment 

Total Employment 

1972-73 

29229 (81.9) 

6460 

(18.1) 

35689 

(100.0) 

1977-78 

28106 (80.2) 

6939 

(15.8) 

35045 

(100.0) 

1983 

29405 (78.7) 

7959 

(21.3) 

37364 

(100.0) 

1987-88 

28124 (78.9) 

7521 

(21.1) 

35545 

(100.0) 

1593-94 

29473 (76.3) 

9155 

(23.7) 

38628 

(100.0) 

Annual Growth 

Rats 1973-94 0.04 

j 

L.67 

0.38 

(100.0) 


Source ; NSS Rs£orts 

Note ; Figures are for usually working persons by principal 
and subsidiary status. 


According to census data the proportion of manufacturing 
sector ...erkers in total non-farm rural workers has gone down 
from 39.4 per cent in 1981 to 29.7 per cent in 1991. In fact 
number of workers in rural non-household industry in U.P. has 
declined by nearly 20.0 per cent during this period. The 
tertiary' sector workers have, however, increased by nearly 65 
■per cent during this period on account of the expansion of 
workers in the category of trade and commerce and other 
services' including public administration. NSS data also 
reveal a similar picture during the period 1987-8S to 1993-94 


( C r» 3 ^ 


& » 


1997), pp. 200-201). Thus, significant changes 


1 n 


the compesUion of non-agri cultural workforce has taken place 
the state over the years. Many of the traditional 
household industries and services have declined while non- 
household industries, construction, transport as «e»l as 
public and social services have emerged as i«.portant sources 
o f r u I" a 1 e ffi p 1 0 1 !' e n t ( S i n 9 h ** 1994;* 

There are considerable variations in the proportion of 
non-farm, workers across districts and regions of the state 
(Papola, 1987; Singh, 1994). This proportion in 19S1 was 
29.3 per cent in hill region, 15.0 per cent in western 
reoion, IS. 6 per cent in eastern region, S.l per cent in 
centra! region and 11.1 per cent in Bundelkhand. The pattern 
of growth of non-farii! workers also varied across the 
districts. In general agricultural workers show a relatively 
high rate of growth in the western and central region, whiie 
the other three regions show a relatively faster growth of 
the non-agricuUural workers indicating the operation of the 
resident sector hypothesis in the backward regions (Singh, 
1994). 

Multiple regression analysis across districts for 1981 
brings out the positive role of agricultural development, 
atechanization of agriculture and availability of 

infrastructure particularly rural infrastructure in promoting 
the -grcisth of the rural non-farai euployaent (Singh, 19S4) . 
Papola also finds that the perforisance of rural industrial 
sector in 'different states is broadly related «ith the levels 
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of a 9 ricultural productivity and aiore closely with the growth 
rate of agricultural output mainly through the general 
development of the area accoffipanying fast agricultural growth 
(Papola, 1987), Similarly Mathur and Cha t t opadhy ay in their 
i n t e r' - s t a t e a a 1 y s i s also find that rural i n d u s t r i a 1 growth 
is significantly r" e 1 a t e d to overall r u r“ a 1 development 
embracing i n f r a s t r u c t u r‘ e a d a g r i c u 1 t u t" a 1 technology (Mathur 
and Chdttopadhyay> 1997, pp, 227-229), Micro studies of 
S !'i a r‘ m a r e i n f o r c e these findings ( S h a r m a , 1994), 

The dynamics of change also seems to be ’different i r? 
d i f f e r" e n t r" e g i o n s , It seems t li a t in the poo r e r r" e g i o s like 
eastern U . P . with relatively more adverse 1 a n d ~ ib a n- r‘ a t i o 
r u r“ a 1 workers tend to spill over into rural ri o n - a g r i c u 1 t u r a 1 
activities in the low paying informal sector* Units located’ 
in developed regions generate higher incomes* Significant 
differences have been found to exist in the capital 
intensity, ■ use of hired labour, productivity per worker and 
marketing pattern in the rural industries located in 
a 9 r i c u 1 t u !" a 1 1 y p r o s p e r o u s western r’ e g i o n and slow growing 
areas like eastern region (Papola, 1987), The units located 
in Muzaf f arnagar in western region provided reasonable incoae 

and were*carried out as the sole or main occupation in a much 

•larger proportion than in Ballia in eastern region where 

quite a number of fuembers of industrial households had to 

look for other sources of income as industrial units do not 
provide sufficient income* 
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ftSRICULTURE-INDOSTRY LIIIKAES 

Agriculture continues to be the dominant sector of the 
state economy* much more so than at the national level. 
Performances of the agricultural sector, therefore, has 
strong impact on poverty and growth in the state specially on 
the industrial sector. Agriculture“industry linkages In the 
economy of U.P. has been examined in detail by Agarwal 
(Agarwal, 19S6). Using the abridged input-output tables foi 
U.P. for the years 1970-71 and 1977-78 prepared by the State 
Planning Institute, Agarwal has computed the forward and 
backward linkages for major sectors of the economy. Though 
the direct linkage effect of the agricultural sector is 
relatively low (0.5859), the total direct and indirect effect 
of the sector is substantial. The total forward linkage 
effect of agriculture and the allied sectors has been 
co 0 !puted at 0.8309 and the total indirect effect at 1.274*4 
for 1977-78 (Table 18). The slight i inproveiaent in the 
linkage effects in 1977-78 over 1970-71 is indicative of the 
growing dependence of the agricultural sector on modern 
industrial inputs. The high values of coefficient of 

variation of columns and rows indicate the highly uneven 
nature of sectoral spread effects in the economy of U.P. The 
weak production relations in the state economy and its 
underdeveloped character is reflected in the fact that nearly 
74 per cent of entry cells in the 64 x 64 input-output table 
of the state remained blank (Agarwal, 1596, p.l38). 
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Table 18 


Direct 


and In direct Linkage Malx sjs 


Sectors 


19? 

-71 



1977- 

78 




Ui 

Uj 

Vi 

Vj 

Ui 

Uj 

Vi 

Vj 

1 . 

A g r i c Li 1 t u r e 
and Allied 

0.7528 

1.2169 

1.2504 

2.0164 

0.8309 

1.2744 

1.2327 

1.8849 

2 . 

Agro-based 

Ss a n u f a c t u r i n 9 

1,2068 

0.7247 

2.083? 

1.2484 

1.2527 

0.7415 

2.1035 

1.2241 

3 . 

Other M a n u - 
f actu ring 

1,0616 

1.2291 

1.4250 

1.7052 

1.0711 

1,1839 

1.5218 

1.7323 

4 . 

Power and 

P e t r 0 1 e u m 

0.9614 

0.7903 

1.7967 

1.4477 

0.949? 

0.7780 

1.8200 

1.4694 

5 . 

Other Sectors 

1.0174, 

0.9625 

1.4355 

1.4759 

0.8953 

1.0272 

1.4117 

1.6498 


Note 


Ui ar^d Uj denote forwar'd and backi^ard linkages respectively* 

Vi and Vj denote the coefficient of variations of colums aQd rows 
respectively. 


Source : A 9 a r. w a 1 (1996) 


Agarwal has also analysed the agr i cul tu r e- i ndus t r y 
linkages in a temporal framework. The elasticity of SDP with 
respect to agricultural SDP during the period 1960-85 was 
found to oe ssuch higher as compared to the manufacturing SDP 
(Agarwal,' 1996, p.60). The elasticity of manufacturing SDP 
to lagged agricultural SDP was found to be 0.59 during 1960- 
61 to 1969-70 and 1.95 during 1970-71 to 1985-86 (Agarwal, 
1996, p.81). The elasticity of industrial output to 

agricultural output was found to be statistically significant 
and high at the disaggregated level also except for the 
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cotton textiles (Agarv^al , 1996, p.lG6). As would be expected 
the elasticity was found to be highest for the food 
fflanufacti^ring and beveragoS', tobacco, etc. 

An important finding of Agarwal is that growth in 
agricultural output tended to turn the agricultural parity 
index in U.P. against the agricultural sector, which had a 
favourable impact on industrial growth (Agarwal 1996, pp.l26- 
128). At the same time it was found that agricultural output 
is not influenced to any significant extent by the changes in 
the parity index lagged by one year. This would indicate the 
low importance of price factor in agricultural development 

vis-a-visthenon-pricefactors. 

Our analysis for the period 1980-81 to 1995-96 confirms 
the continuation of the strong impact of agricultural growath 
on other sectors of the economy (Table 19). Thus, the 

elasticity of NSDP to lagged agricultural NSDP for the period 
comes • to 1.44. The elasticity in case of registered 

manufacturing sector was as high as 3.01, while in case of 
non-reg i s tered manuf ac t ur i ng it was only 1.57. This may be 
so as agro-processing industries, which depeno on agricultute- 
for raw material supply have a heavy weignt in tegisteied 
manufacturing sector in U.P. The non- r eg i s t e r ed 

manufacturing, on the other hand, consists of diverse type 

of activities which sees to be more demand than supply 

driven. ' The impact of agricultural growth on the tertiary 
sector is also fairly high though the different components of 
that sector are affected diversely (Table xS/. 


30 


T 3 b 1 6 


13 


E 1 a 5 1 i c i t i e s 


of 


Agricul tural ...N SO P ijl 


Sectoral .!iSLP„. 

hTp": 1980-81 


1 0 L a q q e ci 


"to ■■1995-96 


Sector 

Constant 

£1 astici ty 

Coefficient 

j 

Statistic 


1 . Registered 

Manufacturing 

-8.9155 

3.0067 

8.0179 

0.8318 

2. Non-Registered 

M a n u f a c t u r i n 9 

-2.5243 

1.5673 

14.1607 

0.9391 

3 , Transport and 

C o iB ill u n i c a t i 0 n 

-1.8584 

1.4142 

18.3583 

0.9629 

4. Banking and 

I ri s u r a n c e 

-10.9500 

3.4516 

7.9980 

0.8311 

5. Finance and Real 
Estate 

-5.4270 

2.2068 

10.3251 

0.8913 

6. CoffiiBunity and i 

Personal Services -6.13/0 

2.3432 

14.2527 

0.9399 

7* Total Tertiary 
Sector 

-3.9094 

1.8632 

15.8797 

0.9510 

10* l^et SDP 

-1.9557 

1.4368 

14.5141 

0.9419 

Note t Model « L 09 

y = A + 

log Agt-1 




^ prices in previous year 

bi = Elasticity coefficient 


All 


val ue 


are significant at 1 per cent level. 


PROD li r.TiyiTV GRCyiH 


Labour 


i ffi p r 0 V e 31 e n t 


productivity in U.P. has sho^n a i»odest 
since the sixties. Productivity of male 


31 


agricultural wor”ker“s in U*P* between 1962-1983 has increased 
at an atinual compound gr’owth rate of l»/8 per cent as 
cofapared to the growth rate of only 0.86 per cent at the a11 
India level (Table 20). In the registered factory sector 
also labour productivity has been estimated to have incf" eased 
at a linear rate of 0.43 during the period 1967-83$^ although 
there were regional variations as well (Kumars 1988). 


Table 20 5 Male yorker P r oduc t i v i t_y in Crop Sector in U. P. at 
1357 -TO PfAces 


state 

Male Worker 

Productivity (Rs.) 

Annual Compound 
Gr"Dwth Rate (%) 

1962-65 

1970-73 

1980-83 

1962-73 

1970-83 

U.P. 

1031 

1202 

1417 

1.94 

1.66 

India 

1252 

1322 

1462 

0.68 

1.01 

U.P. as % 

of 





India 

82.3 

90.9 

96.9 

285,3 

164.4 


Sour’ce s G.S. Bhalla and D.3- Tyagi (1989)s Fat t e r ns , in 

Indian A q r i c u 1 t u r a 1 D e v e 1 op s e n t % A D iA-tlllS-l 

llSr"'" I S I'Fs New D e T hT7 P P 74 0-4 1 


The^ NSDP data also indicate an upward trend in labour 
productivity in all sectors of the economy. TliuSs income per 
worker in the state increased at an annual rate of 1.20 per 
cent between 1S71-81 and 2.13 between 1981-91. Productivity 
increases were higher in the nineties as compared to the 
eighties in all sectors of the state economy and in the non- 
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sector as compared to the agricultural sector 

(Table 21) o 

Table 21 x F e__!’ liji !1 k A v^e j“ In come a t ISSO-'Sl P r, jc e.s 

.!?..y......S.§..^..tp .r s._ i n U_« 


Sector 

Per Worker Income (Rs.) 

Annual 

Growth 

Compound 
Rate (t) 

1970-71 

1980-81 

1990-91 

1971-81 

1981-91 

P r i ffl 3 r y Sector 

2830 

3012 

3258 

0.62 

0.73 

Secondary Sector 

5854 

6604 

11170 

1,20 

5.39 

T e r t i a r y Sector 

8305 

9422 

11056 

1.28 

1.61 

All Sectors 

3833 

4325 

5374 

1.20 

2.19 


Mote 2 Per worker income has been calculated ■ by dividing 
sector" al HSDP by the number of wor"kers given by the 
Census of India 


Very few studies of total factor productivity growth are 
available for the state. According to one study total factor 
productivity increased at the annual compound rate of 0*42 
per cent in the primary sector, ItlS. per cent in the 
secondary sector and 1.48 per cent in the tertiary sector of 
the state during the period lOSO-Sl and ISBO^ol (Table 22)* 
Total' factor p roduc t i v i t y grow th contributed 28*4 per cent 
of output increase in the economy during the period* The 
contribution of productivity growth came to 23.7 per cent in 
prisafy ssector, 20*6 per cent .in secondary sector and 44*8 
per cent in tertiary sector* 
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Table 22 : Ccs! pound 

Srowth Rate 

of Total 

Factor Inputs and 

Total 

Factor Productivity in UP 

i360-'6i to 

1980-81 

by Sector 

:s 




Factor 


Primary 

Sector 

Secondary 

Sector 

Tertiary 

Sector 

Total 

SDP 

Labour 


1.32 

1.85 

1.05 

1.33 

Capi tal 


3.09 

9,46 

3.72 

4.45 

Land 


0.29 

- 

- 

0.29 

Total Factor Inputs 

1.35 

4.59 

1.82 

1.94 

Total Factor Pro 
ductivity 

- 

0.42 

1.19 

1.48 

0.77 

Output 


1.77 

5.78 

3.30 

2.71 

Source t Kanchan 

Singh (1987), 

Sources of 

Economic Growth In 

Uttar 

Pradesh, Unpublished Ph,D. Thesis, 

Kanpur 

University 

, Kanpur 





A 

recent study (Fan et^al, 1998) 

indicates 

that total 

factor' 

productivity in agriculture in 

U.P. increased at 

the 

rate of 

1*10 per cent per annus in the 

eighties 

• However, 

TFP declined in early nineties leading 

to a sharp 

decl 1 ne 

1 n 

growth 

of agricultural output (Table 

23). The 

registered 

factory 

sector also showed a rise in TFP in the state in 

all 

industrial groups excluding textile 

produc is 

du r 1 ng 

the 

period 

1976-77 to 1987-88 (Table 

24). In 

fact 

the 

pe r for Rian ce of the industrial sector 

in U , P . ■ 

during 

this 


period was better than that of the country as a whole. 
However j as noted earlier industrial growth shatply fell in 
the nineties in the state. 
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Table 23 

s P r 0 d u c 1 1 

on and ProductivHy Groi^th in 

A 9 r 1 c u 1 t y r e 


in U.P. 

a ti d India s 

1970-94 (Per cent 

Per Annum) 

P e 1” 1 0 d 

P r" 0 d u c 1 1 0 n 

Total Factor" 

Productivity 


U. P. 

India 

U. P. 

India 

1970-79 

1.22 

1.98 

0.91 

1.44 

1980-89 

3.01 

3.82 

1.10 

1.99 • 

1990-94 

1.03 

2.09 

-0.42 

-0.59 

1970-94 

1.93 

2.11 

0.70 

0.69 


Source ; Fan e t . a ] (1998) 


Table 24 ; Growth Ra t e s in Value Added and .Lo t: a F actor 

Pro d uctivity in Org anized Industry in U . P . and 

Iridia : 1976-7? to 1987-88 (Per Cent Per Annuss) 


Industry Group ValueAdded Total Factor 

Productivity 


U.P. India U.P, India 


1, 

Food Products 

7.9 

6.1 

1,7 

1.4 

2. 

Beverage and Tobacco 

-2.4 

4.9 

0.9 

0.8 

3. 

Cotton Textiles 

4.3 

1.6 

0.6 

0.7 

4 . 

iilool j Silk S Synthetic Textiles 

8.9 

7.5 

1.9 

0.9 

5. 

Textile Products 

9.6 

8.6 

-1.3 

1.4 

6. 

Paper and Paper Products 

7.9 

3.8 

1.1 

0.6 

7. 

Leather and Fur Products 

9.8 

6.0 

1.4 

0,7 

8. 

Chemicals S Chemical Products 

5.6 

6.4 

1.1 

1,0 

9. 

Mon -Metal lie Mineral Products 

8.9 

8.1 

1.2 

0.1 

10. 

Basic Metal S Alloy Industries 

4.6 

2.5 

0 . 8 

0.2 

11. 

Metal Products and Part . 

1.6 

3.6 

0.7 

0.7 

12. 

Mech'inery and Machine Tools 

9.8 

5.7 

1.9 

1.0 

13. 

Electrical Machinery 

9.3 

8.8 

1.5 

1.4 

14. 

Transport Equipment 

-0.2 

5.6 

0.4 

0.7 


Total Organised Industry 

7.7 

6.0 

1.5 

1.0 


Source ; C.H. Jayadevan (1996) , ’Inter-State Variations in 
Total Factor Productivity Growth Rates : A Case 
Study of Organized Industry in India', >i an and 
Devel oPBient , December. 


IMFRASTROCT U RE AND EC O HO MIC DEVELOPMENT 


Development literature has hi 9 hli 9 hteQ' the role of 
economic irifrastructure in promoting ecofiomic development in 
different regions and countries of the world* The crucial 

role of inf rast ructure is also confirmed by several studies 
using cross section district level studies for tiie state of 
Singh for instance found that in 197G'“71 about 72 per 
cent of the i n te r -di s t r i c t differentials in per capita incosie 
across the 33 districts of western and eastern y«P. could be 
explained in terms of three factors alone, namely, (a) area 
per male worker representing resource faase^ (b) irrigation 
facilities; and (c) banking facilities representing 
i n f ras t rue t ure (Table 25). 


Table 25 : Determinan ts of Per Capita District Income in U.P. 
~ 1970-71 


Expl anatory Var i abl e 

Regressi on 
Coefficient 

I Statistic 

Constant 

88.9614 

2.7472* 

Area Per Male Worker 

24,9458 

2,3104* 

I r r i ga t i on Facilities 

2.1348 

3.9083* 

Banking Fa c i 1 i t i e s 

58.7927 

2.5337* 

= 0,?241 F Statistic 

= 25.3758 

N = 33 


Significant at 5 per cent, level 


So.urce i Singh (1985) 
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Josrn has analysed relationship between infrastructure 
and econoiBic develop Client in U*P* at the regional and district 
level in great detail (Joshi, 1990). He finds a high 
correlation (around 0.85) between the composite indicatot of 
econoiiiic and social inf rastructure with the composite 
indicator or e c o n oniic development. The relationship was 
found to be strongs in case of the less developed districts 
as ccinpared to the developed districts (Joshi, 1990, p.217). 

Irrigation and banking facilities were found statistically 
s i gn i f 1 can 1 1 y related to agricultural produc t i vi ty , while 
electricity, road density and banking facilities explained 
most of the variation in industrial development across'- 
districts (Joshi, 1990, pp. 187-192). 


Table 26 t H u,l. J; i p 1 e L,i.n,e a_r R e.£iie.s s i p n o f ..!li..i .ll§.n„t .s _p_f 

Industrial Development at District Level in 
u;p'. 1980-81 


Variable 

Regression T 

Coefficient 

Statistic 

Constant 

-4.2768 , 


~ Met output from commodity 
producing sectors 

0.0026 

4.33 

X 2 Per cent of area under 

non- f oodg ra i n crop 

0.0456 

1.73 

X 3 ~ Length of metalled roads 
per 100 sq. kms. of area 

0.0177 

0.84 

X 4 = Per capita consumption of 
electricity (KlrfH) 

4.8528 

3.44 

X 5 = Proportion of . popul at ion 

livin.g in towns with population 
above 50 , 000 

3.0427 

4.58 

=0.7550 F Statistics = 30.20 

N = 55 



Sou.rce , s Rakesh Kumar (1,988) 


Mote' : All variables except K 3 are significant at 5 per 
, cent level or above 
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A study of Rakesh Kuoiar (Kumar^ 1988) shows that 
industf'ial development in U*P* at the distr’ict level is 

basically explained in tersns of per capita output^ road 
t r a n s p 0 r t j power and the p r’ o p o r" 1 1 o n of p e o p 1 e living in large 

towns (Table 25)® 

H fsore recent study of socio-economic development status 

at district level in U^P, in the early nineties based on 
principal component analysis again highlights the role of 
i n f r as t rue ture , par t i cul a rl y rural i n f ras t rue t u r e » in 
agricultural as well as industrial development (Singhs 1997)* 
Social inf rastructure, however, does not seem related to the 
development of the productive sectors revealing a dichotomous 
pattern of economic and social development in the state 
(Table 27) * 

Recent cross section studies across districts in India 
also highlight the role of rural i n f rast rue t ure particularly 
irrigation, rural el ec t r i f i ca t i on , banks and primary schools 
in prosoting agricultural development and reducing rural 
poverty (Sinswanger et* al*, 1993; Datt and Ravallioiii 1S97| 
and S. Fan et* al . , 1998). These studies further demonstrate 
that agricultural output is determined in a complex 
'interactive process where ' farmers , governinent and financial 
intermediaries respond to the same factors (Sinswanger et. 
al * s 19^93)* These studies have significant policy 
iiipl irations for rural development strategies. 
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Table 3 t Co rr el at ion MaJl'l.?. Differemt Sectors 



AGR 

mmn 

INFG 

INFR 

INFO 

EDU 

NHD 


SOC 

INDEX 

AGR 

1.0000 

0.4440 

-0.1804 

0.4711 

0.1334 

-0.4254 

-0.3729 

C.3631 

-0.1444 

0.6451 

IND 

0.4440 

1.0000 

0.1781 

0.3165 

0.2764 

-0.2169 

-0.4834 

0.3960 

-0.0819 

0.6471 

INFG 

-0.1804 

0.1781 

1.0000 

0.5159 

0.8943 

0.6772 

0.2657 

0.6925 

0.8124 

0.5702 

INFR 

0.4711 

0.3165 

0.5159 

1.0000 

0.8446 

0.3207 

-0.0066 

0.6311 

0.4996 

0.8115 

IMFQ 

0.1334 

0.2764 

0.8943 

0.8446 

1.0000 

0.5901 

0.1630 

0.7623 

0.7685 

0.7801 

EDU 

-0.4254 

-0.2169 

0.6772 

0.3207 

0.5901 

1.0000 

0.5959 

C.2019 

0.8198 

0.2040 

HHD 

-0.372S 

-C . 4834 

0.2657 

-0.0086 

0.1630 

0.5959 

1.0000 

-0.1011 

0.6462 

-C.0758 

HAB 

0.3631 

-.3960 

0.5925 

0.6311 

0.7623 

0.2019 

-0.1011 

1.0000 

0.6169 

0.8011 

SOC 

-0,1444 

-0.0819 

0.8124 

0.4996 

0.7685 

0.8198 

0.6462 

0.6169 

1.0000 

0.5152 

INDEX 

0.6451 

0.6471 

0.5702 

0.8115 

0.7801 

0.2040 

-0.G758 

0.8011 

0.5152 

1.0000 


AGR 


A 9 ri culture 

IND 


Industry 

INFG' 


I rj f r a s t r" u c t u r e S e n e r a 1 

INFR 


Inf rastructure Rural 

INFO 


Inf rastructure Overall 

EDU 


Educational Facil 1 ties 

MHD 

c; 

Medical and Health Facilities 

NAB 

s; 

Habitat Status . 

SOC 


Social Devel opment 

INDEX 


Composne Inded of Development 


:r* 
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TRENDS IN PUBLIC IS^VESTHENT 


The rather dismal per f oriHance of the U.P. economy over 
the planning period can be largely explained in terms of the 
lo» level of development effort made in the state (Singh 
1986). The most significant indicator of the past develop mnt 


efforts IS 

the level o 

f plan 

e X p e n d i 1 14 r e V 

The per 

capita 

plan expenditure in the 

state 

has gone 

up 1 

From as 1 i 

1 1 1 e as 

Table 28 ; 

Per Capita 

Plan E X p e n d i t u r 

e i n 

Uttar Pradesh v/ 







(Rs.) 

Plan Period 


Per 

C a p i t a Plan 

Per Capita Plan 




Expend! lure 

Assist ance 



U.P. 

Punjab 

All 

U.P. 

All 





Sta 

tes 

States 

First Plan 

(1951-56) 

25 

175 

38 

13 

24 

Second Plan 

(1956-61) 

32 

146 

51 

17 

26 

I h i r d P 1 a n 

(1961-66) 

72 

212 

92 

46 

55 

A fin u a 1 P 1 a n s 

(1956-69) 

53 

90 

61 

30 

36 

Fourth Plan 

(1969-74) 

132 

316 

142 

58 

65 

Fifth Plan 

(1974-79) 

329 

691 

361 

144 

147 

Annual Plan 

(1979-80) 

94 

199 

113 

218 

258 

Sixth Plan 

(1980-85) 

588 

1126 

718 

375 

438 

Seventh Plan 

(1985-90) 

1077 

2113 

1270 

N. A. 

N.A. 

Annual Plans 

(1990-92) 

470 

1014 

565 

N.A. 

N. A. 

Eishth Plan 

(1992-97) 

1582 

3239 

2144 

N. A. 

N.A. 


Source s S ta t i s t i cal Pi ary , Uttar Pradesh > 1995 
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Rs®25 in the First Plan (ISSl-'-BS) to Rst329 hi the Fifth Plan 
(1974-79) and further to Rs»-l5582 in the Eighth Plan (1992- 
B7)^ The levels of per capita plan expenditures in UtP. have 
not only been low absolutely but have fallen short of the 
average plan expenditure of all states and have been less 
than half of the plan expenditure in developed states like 
Punjab (Table 28)* Being a poor state U*P,^s capacity to 
generate high levels of own resources for plan financing is 
1 1 ii i t e d * Consequently it is not able to a 1 1 r a c t a larger- 
level of plan assistance from the Centre. 

T l”i e flow of outside i n v e s t m e n t in t li e state has also 
been low and has failed to compensate t b e deficiency of 
i n t e f- n a 1 investment* U * P * s share in total i n v e s t m e n t in 
Central Government Undertakings was a paltry 4*8 per cent 
till 1980-81* The share improved to 8*6 per cent by 1992-93 
but resiained far lower than U * P . s share of 16*6 per cent in 
the country's population* Similarly U*P*^s share in the 
cumulative loans distributed by all India financial 
institutions like IDBI, IFCI, LIC, ICICIs etc* stood at only 
8*2 per cent in March 1993* U*P.^s share in total loans 
advanced by the commercial banks in the country was only 5*5 
per cent in 1995. 

Plan outlays have a favourable impact o'n ecotioi i c ' growth 
of the st'ate economy* The elasticity of SDP ' to plan 
expenditure is faily high at 1.2 though if tiie as a variable 
is also introduced it declines to 0.34 (Table 29). 
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Table 29: Re 9 ressi on o f Laggeci Pub! Ic E xpend ! t u r e on j^SDP a t 

Constant Prices In "u»P* : to 1995-96 


Type of Expenditure 

Cons tan t 

Regression 

Coefficient 




Public Exp* 

Time 


Revenue. Expenditure 

8.0433 

0.5052 

( 9 . 1779 ) 

0.0323 

( 0 . 8912 ) 

0.37 

Capital Expenditure 

9.8189 

0.3430 

( 1 . 6054 ) 

0.2427 

( 3 . 7038 ) 

0.85 

Plan Expenditure 

13.2126 

0.3449 

( 5 . 7504 ) 

0.4568 

( 14 . 7792 ) 

0,92 

Non -Plan Expenditure 

9,5826 

0.3449 

( 5 . 7504 ) 

0.2176 

( 4 , 7509 ) 

0.97 

Total Exp 0 ndltur“e 

6.3378 

0.6266 

( 8 . 7615 ) 

0.0229 

( 0 . 5890 ) 

0.96 


Model ; Log Yt - A + log Xt-2 b 2 log I 
yhere Yt ~ NSDP in year T 

Xt-2 = Public Expenditure in year T-2 

I -IiiTieinyear's 


During the period 1974-50 we notice a sharp rise In the 
r a 1 1 0 of plan expenditure as per cent of N S D P ' f t‘ o m around 4 
per cent In the sixties to over 7 per cent In the seventies 
and eighties (Table 30). U.P. also attracted a larger share 
111 central government Investment during this period as a 
deliberate policy effort* Thus, the share of the state In 
cuiiiuj a 1 1 ve i rivestmen t . 1 n central governaen t oon-depar t went a 1 
undertakings jumped from a low level of 4.0 per cent In 1970 
to 8*6 per cent In 1993* The larger liivestient by the state 
and central go ve rnsien ts during this period Is reflected in 
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the Siiarp acceleration in growth rate of U.P. econoffiiy 
re9isteredbetweenl974~90. 


Table 30 ; I o.t a 1 PI., an Ex p e nditure in U . P Uj,iie r F ..i v,,e — Y ej.£ 

Plans 


Period 

Plan Expenditure 
( R s . C i o r e s ) 

Plan E X p e rs d 1 1 u r e as P e r 
Cefit of NSDP 

1951-56 

153 

2.05 

1956-61 

233 

2 . 66 

1961-66 

561 

4.53 

1966-69 

455 

3.86 

1969-74 

1166 

4.69 

1974-79 

2909 

7.01 

1979-85 

7356 

7.62 

1985-90 

11949 

7.44 

19SG-92 

7772 

7.28 

1992-97 

21683 

4.73 


Source ; Compiled from Plan Documents 


The scenario changed once again in the nineties when 
plan ouilay/SDP ratio sharply fell to 4.7 per cent, which is 
reflected in the slow down of the state economy witnessed 
recently. 

The failure of the state government to Maintain the plan 
outlays at a high level can be traced to the deteriorating 
situation of the state finances since the early eighties. 
The mounting revenue expenditure of the state government on 
staff salaries, interest payment, subsidies, etc. have forced 


a 


squeez in its capital expenditure 


The capital expenditure 
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which was around one-third of total government expenditure in 
the early eighties has come down to below one-fifth in the 
nineties (Table 31), Sissilarly the ratio of plan expenditure 


to total 

e X p e d i t u r 

e has s h a 

rply come do^^n froffl 

around two- 

fifths to 

one-fifth 

over this 

period* 

The composition of the 

plan expenditure i 

tsel f has 

shi f ted 

in favour 

of c u r r e n t 

expenditure at the cost of capital expenditure. 


Table 31 t 

Share of 

Capital a 

n d P 1 a n 

E X p e n cl i t u r e 

: in Total 


Public Expenditure 

in U.P. 

1970-71 to 

1995-96 






(Pet" Cent) 

Year 

Revenue 

Cap i t a1 

Plan 

M 0 - P 1 a 

Total 


Exp . 

Exp ♦ 

Exp * 

Exp . 

Exp . 

1970-71 

58.96 

41.04 

0.00 

0.00 

100.00 

1971-72 

58.95 

41.05 

0.00 

0.00 

100.00 

1972-73 

62,27 

37.73 

30.77 

69.23 

100.00 

1973-74 

61.31 

38.69 

35.50 

64.50 

100.00 

1974-75 

61.77 

38.23 

33.72 

66.28 

100.00 

1975-76 

65.20 

34.80 

34,76 

65.24 

100,00 

1976-77 

61.73 

38.27 

37.37 

62.53 

100.00 

1977-78 

66.09 

33.91 

38.84 

61.16 

100.00 

1978-79 

63.50 

38*50 

42.96 

57.04 

100.00 

1979-80 

65.51 

34.49 

41.59 

58.41 

100.00 

1980-81 

64.32 

35.68 

39.82 

60.18 

100.00 

1981-82 

64.80 

35.20 

40.95 

59.04 

100.00 

1382-83 

67.72 

32.28 

39.92 

60.08 

100.00 

1983-84 

67.08 

32.92 

38.74 

51.26 

100.00 

1984-85 

63.48 

36.52 

41.05 

58.95 

100.00 

1985-86 

69.45 

30.55 

38.88 

61.12 

100.00 

1986-87 

69.82 

30.18 

40.10 

59.90 

100.00 

1987-88 

73.61 

26.39 

36.53 

63.47 

100,00 

1988-89 ■ 

77.45 

22.55 

35.71 

64.29 

100.00 

1989-90 

79.43 

20.57 

30.02 

69.98 

100.00 

1990-91 

77.93 

22.07 

31.03 

68,97 

100.00 

1991-92 

78.51 

21.49 

30.00 

70.00 

100.00 

1992-93 

78.65 

21.35 

27.16 

72.84 

100.00 

1953-94 

81.60 

18.40 

23.88 

76.12 

100.00 

1994-95 

81.40 

18.60 

25.40 

74.60 

100.00 

1935-96 

84.46 

15.54 

20.50 

79.50 

100.00 


Source ; Budget Documents, U.P. Government 


S 1 9 rn f 1 c a 0 1 1 y 

the r a t i o 

of plan 

expend! t u r 

•e as well as 

that of 

capital expenditure to SDP^ which had mairitairied an 

upward trend in the 

seventies, 

has sharply decli 

ned 

since the 

early eighties and 

is below the level 

which obtained in the 

early seventies (Table 32)* 

What is 

eve n m o r e 

worrying is 

the fact 

that in 

real terms 

pi an expend i t u re 

as 

well as 

capita! 

expend! t u r“ e 

of the state governifient 

1 1 a s 

actually 

Tab! e 

32 ; Public 

Expend! t u 

re As Per Cent of 

Net 

State 

Domestic Product 

in U.P. 

: 1970-71 

to 1995-96 








Year 

R e V e n u e 

C a p i t a 1 

Plan 

N 0 n - P 1 a n 


Total 


Exp * 

Exp • 

Exp • 

Exp , 


Exp . 

1970-71 

7.97 

5,55 

NA 

NA 


13,53 

1971-72 

9.83 

6.85 

NA 

NA 


16.67 

1972-73 

10.43 

6.32 

5.16 

11.60 


16.76 

1973-74 

10.23 

6.46 

5.92 

10.76 


16.69 

1974-75 

9.85 

6.10 

5.38 

10,57 


15.95 

1375-75 

11.56 

6.17 

6.18 

11,57 


17.73 

1976-77 

11.58 

7.18 

7,01 

11.75 


18.76 

1977-78 

11.23 

5.76 

6.60 

10.39 


17.00 

1978-79 

12.51 

7.19 

8,46 

11.24 


19.70 

1979-80 

13.95 

7,34 

8.85 

12.44 


21.29 

1980-81 

12.25 

6.79 

7.58 

11.46 


19.04 

1981-82 

12.68 

6.89 

8.01 

11.55 


19.56 

1982-83 

13.43 

6.40 

7,92 

11.91 


19.83 

1983-84 

14.14 

8.94 

8.16 

12.91 


21.07 

1984-85 

15.30 

8.80 

9.90 

lA.21 


24.10 

1985-86 

15.01 

6,60 

8.40 

13.21 


21.61 

1986-87 

15.97 

6,90 

9.17 

13.70 


22.87 

1987-88 

16.67 

5.97 

8.27 

14.37 


22.64 

1988-89 

17.09 

4.38 

7.88 

14.19 


22.07 

1989-90 

' 18.37 

4.76 

6.94 

16.19 


23.13 

1990-91 

19.27 

5.46 

7.67 

17.06 


24.73 

1991-92 

18.18 

4.98 

6.95 

16.21 


23.16 

1992-93 

20.45 

5.55 

7.06 

18.94 


26.00 

1993-94 

19.04 

4.30 

5.57 

17.76 


23.34 

1994-95 

13.34 

4.42 

6.04 

17.73 


23.76 

1995-36 

• 19.47 

3.58 

4.72 

18.32 


23.05 


Sources Budget Docuiients U . P . Sovernmeri t 
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declined since the early eighties, while non plan expenditure 
has jsaintained a high positive trend of over 6 per cent per 
annura (Tabl e 33) . 


Table 33 : Public Exp e n d iture at Cons t a ni...l..i 8.0.I.-I1 — £.0.5. Ifl 

U'.|P. (Rs. lakhs) 


Year" 


Revenue 

CapHal 

Plan 

Hon- Pi an 

Total 



Exp. 

Exp * 

Exp* 

Exp . 

Exp * 

1970-71 


82780 

57617 

NA 

M H 

140397 

1971-72 


96853 

67448 

HA 

NA 

164302 

1972-73 


114588 

69426 

56628 

127386 

184014 

1973-74 


102637 

64775 

59425 

107987 

167412 

1S74-75 


102169 

63230 

55778 

109621 

165400 

1975-76 


130629 

69724 

69643 

130709 

200353 

1976-77 


134557 

83410 

81454 

136512 

217967 

iS??-78 


141744 

72712 

83304 

131152 

214456 

1978-79 


164960 

94801 

111593 

148168 

259762 

1979-80 


158176 

83286 

100419 

141043 

241463 

1980-81 


171649 

95201 

106258 

160592 

256850 

1 981-62 


183292 

99570 

115857 

167004 

282862 

1982-83 


207342 

98811 

122225 

183928 

306154 

1983-8^ 


226324 

111062 

130709 

2G6677 

337386 

1984-85 


249412 

143456 

16127? 

231591 

392868 

1985-86 


255326 

112335 

142948 

22*!713 

367662 

1986-87 


282412 

122092 

182209 

242295 

404504 

1987-88 


307875 

110358 

152769 

265464 

418233 

1988-89 


357529 

104112 

164833 

2968C8 

461641 

1989-90 


394538 

102194 

149100 

347632 

496732 

1990-91 


439555 

124506 

175021 

389041 

564062 

1991-92 


415968 

113876 

15S967 

370877 

529844 

1992-93 


473535 

128531 

163528 

438538 

602066 

1993-94 


448653 

. 101188 

131313 

418527 

549841 

1994-95 


470824 

107591 

146945 

431 4'6 9 

578415 

1995-96 


489021 

90005 

118681 

460344 

579026 

Growth R 

ate 






1970-71 

to . 






1982-83 


7.32 

4.24 

8.01 

3.71 

6.18 

1983-84 

to . 






1995-96 


6.11 

-1.60 

1 

O 

-u 

6.35 

4.24 

1970-71 

to 






1995-96 


7.07 

1.73 

2.89 

5.07 

5.60 

Source ; 

De 

rived .. f 

rcii Budget 

Docuffien 

t s , U . P . 

Governient by 


using SDP 

def 1 atcr 
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Table 34 : 

Index of 

Public Expenditure at 

C 0 n s t a n t Pr 

ices of 

1980-81 in U.P. 




Year 

Revenue 

Capi tal 

Plan 

an 

Total 


E X p e n d- » 

Expend ♦ 

Expend. 

Expend* 

Expend* 

1975-76 

100.00 

100.00 

100.00 

100.00 

100.00 

1376-77 

103.01 

119.63 

116.96 

104.44 

108.79 

1977-78 

108.51 

104.29 

119.61 

100.34 

107.04 

1378-79 

126.28 

135.97 

160.23 

113.36 

129.65 

1979-80 

121.09 

119.45 

144.19 

107.91 

120.52 

1980-81 

131.40 

136.54 

152.57 

122.86 

133.19 

1981-82 

140.32 

142.81 

166.36 

127.77 

141.18 

1982-83 

158.73 

141.72 

175.50 

140.71 

152,81 

1983-84 

173.25 

159.29 

187.63 

158.12 

168.40 

1984-85 

190.93 

205.75 

231.58 

177.18 

196.09 

1985-86 

195.46 

161.11 

205.26 

171.92 

183.51 

1886-87 

216.19 

175.11 

232.91 

185.37 

201.90 

1987-88 

235.69 

158.28 

219.36 

203.10 

208.75 

1988-89 

273.70 

149.32 

236.68 

227.07 

230 ;41 

1989-90 

302.03 

146.57 

214.09 

265.96 

247.93 

1990-91 

336.49 

178.57 

251.31 

297.64 

281.53 

1991-92 

318.43 

163.32 

228.25 

283.74 

264,46 

1992-93 

352.50 

184.34 

234.81 

335.51 

300.50 

1993-94 

343.46 

145.13 

188.55 

320.20 

274.44 

1994-35 

360.43 

154.30 

211.00 

330.10 

288.70 

1995-35 

374.36 

129.09 

170.41 

352.19 

289.00 


Source; Budget Documents U.P.Govarninent 


TRENDS IN CAPITAL FORMATION 

The* few available studies indicate thei: rate of capital 
foraation in U.P. has gone up sharply frots around lG-12 per 
cent of NSDP in the early seventies to around 22-24 in the 
early nineties (Tables 35 & 36). But during the last three 
years of the Eighth Plan i.e. during 19if4-37 the rate of 
capital formation sharply fell saainly on account of the lower 
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Table 35; t e d Net Iil.v f s tm e n t ...* 

§lld...„.£.i.£.i„t....£.L§.£!. P erio d 


P e f“ i 0 d 

state 

Govt. 

Cent r a 1 
Govt* 

Corpora t e 
Sector 

Private 

Sector 

Total 

As 1 o f 
NSDP 

1969-70 

152 

35 

54 

203 

444 

10.0 

1970-71 

196 

37 

61 

226 

520 

12,2 

1971-72 

242 

34 

65 

260 

601 

13.5 

1972-73 

308 

80 

69 

293 

748 

13.6 

1973-74 

346 

84 

74 

297 

801 

12.9 

Total IVt 

h 1243 

269 

323 

1279 

3114 

12.5 

P 1 a n 

(39.9) 

(8.6) 

(10.4) 

(41.1) 

(100.0) 


1974-75 

334 

100 

67 

551 

1052 

14.7 

1975-76 

425 

68 

69 

435 

997 

14.2 

1976-77 

475 

105 

71 

455 

1106 

13.6 

1977-78 

573 

144 

73 

500 

1290 

13.6 

1973-79 

646 

106 

75 

558 

1385 

14.2 

Total V t h 

2453 

523 

355 

2493 

5830 

14.0 

H 1 a n 

(42.1) 

(9.0) 

(6.1) 

(42.9) 

(100.0) 


Source : 

Perspective 

I n s i t u t e , U . P 

PI anni ng Di v i si on ? 

State 

PI anning 

U 0 1 e : F 

i g u r e s 

in brackets sho¥i per 

cent to 

total i lives t men t 


capnal expenditure of the state govarnirient due to worsening 
fiscal situation. In fact, the share of state goverii'iien t in 
total capital foriation has declined sharp’s v fro® around 40 
per "cent in the seventies to. ar-ound 24 per cent- in the 
nineties. The share, of the corporate sector on the other 
hand shows a three fold jusip frois 10 .per cent in the Fourth - 
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Table 36 : Esti mated Capital Expenditure in U>P. i c o n fai[. 



Sectors During 

Eighth Plan 

( R s . C r 

ores) 


Period 

state 

Govt.^ 

Central 

Govt. 

Corporate 

Sector- 

Private 

Sector" 

Total 

As % of 
NSD.P - 

1992-93 

5204 

818 

3957 

5941 

15920 

22.5 

1993-94 

5364 

1078 

6358 

6011 

18817 

23.7 

1994-95 

3435 

1031 

5955 

6532 

16953, 

18.8 

1995-96 

3054 

1187 

4575 

7539 

16355 

16,2 

1996-37 

4023 

1576 

4956 

8720 

19281 

16.4 

Total 

Vlllth 

21088 

5690 

25801 

34743 

87320 

19.1 

Plan 

(24.1) 

(6.5) 

(29.5) 

(39.8) 

(100.0) 


Source 

; U.P. 

Development Systems 

Co rpo ra t i on ^ 

Capi tal 


F 0 r ill a 

t i 0 n I fi 

Uttar Pradesh During 

the Eighth Five 


Year 

Plan, Luc 

know 





Note ; a s includes local bodies 

b ; includes public and private corporations 

Figures in brackets denote percentages 


Plan (1969-74) to 30 per cent in the Eighth Plan (1992-97). 
It may be added that the possibility of some double counting 
cannot be ruled out here due to the inclusion of the public 
sector corporations. The share of private and household 
sector in total investment has remained at around 40 per 
cent . 

The annual growth rate of capital forBiation in real 
terms went up from 6.3 per cent during 1969-79 to 8.6 per 
cent during 1979-93, but registered a decline at the rate of 
3.6 per cent during the years 1992-97. 


These figures also imply a decline in factor 
productivity in the state economy in the nineties since a 
rats of in vest sent of 19 per cent and rate of gro^ith of 3 per- 
cent during the Eighth Plan implies an ICOR as high as 6*3. 
There is reason to believe that the investment in the .Eighth 
Plan is somewhat overestimated. 'Ho^’evers one can draw a 
reasonable conclusion that the deceleration in the state 
ecofioffly observed in the recent years is due both to a decline 
i n the rate of i n v e s t m e n t > p a r t i c u 1 a r 1 y in the public s 8 c t o r ^ 
as well as declining factor productivity due to poor quality 
of p u b 1 i c i n V s s t ffl a n t and 1 e a k a g e s in the system* 

Fi 0!.: OF I KSTITUTIOKAL CREDIT 

The flow .of i n s t i t u t i o n a 1 c r- e d i t is an important 
indicator of the level of economic activity in an econorijy. 
The flo^: of commercial bank credit in U,P. has sharply 
decelerated in the nineties (Table 37). Thus> commercial 
bank credit which had expanded at an annual rate, of around 19 
per cent during the e i g h t i e s j shows a growth of only 8.7 p 8 r 
cent in the nineties. The credi t-deposi t ratio too has coae 
down sharply from 47 in 1990-'91 to 34 in 1995'-96. The slow 
down in bank credit does reflect a slowing down, of econoiiic 
activity in the state during this period. ht the same . time 
it reflects a change in the policy of the comiiierci a1 banks 
who h^ve becoffie more cautious in their lending due to greater 
eiphasis on profitability and reduction in nori“-perf onsi ng 
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Table 3 ? : Scheduled Banks Credit and Deposit in U . P . 


Year 

Deposi ts 
(Rs * C fores) 

C 8 d 1 t 
(Rs* Crores) 

CredH-Deposit 

ratio 

1980-81 

3959 

1908 

48.19 

1981-82 

4647 

2263 

48.69 

1982-83 

5735 

2764 

48.20 

1983-84 

6644 

3300 

49.66 

1984-85 

7749 

3811 

49,18 

1985-86 

8630 

4259 

49.35 

1986-8? 

11148 

5029 

45.12 

19S7-88 

13293 

5954 

44.79 

1988-89 

15142 

6992 

46.18 

1989-90 

17504 

8414 

47.00 

1990-91 

20396 

9347 

45.83 

1991-92 

22539 

10056 

44.60 

1992-93 

25431 

10773 

42.36 

1993-94 

29619 

11033 

37,25 

1994-95 

3521? 

12331 

35.02 

1995-96 

41450 

14194 

34.25 

Annual Growth 

Rats i%) 



1580-85 

18.3 

18.9 


1985-90 

20,0 

18.5 


199C-96 

15.2 

8.7 



assets. To that extent reduced flow of conimercial credit has 
adversely affected the availability of working capital to the 
industrialists particularly in the small scale sector (Singhi 
1954) . 

The flow of financial assistance to U.P. by All India 
financial institutions like ID8I> IFCI, NABARD, etc. has 
remained low at around 7-8 per cent of their total lending 
reflecting the low absorbtive capacity of the state. The 
relative share of U.P. has further gone down in the early 


nineties (Table 38). 
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Table 38 s Fina nci al Ass i sta nc e bj A 1 J lild. 

Xo..§_.l.i..£M.LLo to "u.P* Uptil 1995 


Y ear 

Sanctioned 
( R s . C r" o r e s 

D i sbursed 
) (Rs . Crores) 

Per Cent S h a r" e 

of U.P. 


Sanctiofied Disbursed 

1S90-91 

1288.0 

907.6 

7.98 

8.76 

1S91-92 

1219.4 

1087.8 

5.51 

7.39 

1932-93 

1537.5 

963.1 

5.24 

4.78 

1993-94 

2758.8 

1172.8 

7.08 

4.81 

1994-95 

2556.0 

2033.2 

4.42 

6.64 

Cumulative 
Till March 

Assistance 

1995 16752.1 

11370.1 

6.95 

7.26 

S 0 y r“ c e i 

Reserve Bank of 

India, C u r r e n c y and Finance 

R e p 0 r* t s 


The floi# of cooperative cr'eclit to the agricultural 
sector i'laSs however, substantially iiR proved in the nineties 
(Table 39). The i jnprovenient %<tf3s confined to short tersi 
agricultural credit. The iiedium tersi agricultural crediti 
rsiodest as it has further declined in recent years 

suggesting* a slow down in investment activities (Singh, 1997, 
■p.355). The recovery ratio of PAC loans shows a definite 
i ffipr ovemen t in the recent years but it reiiains fairly low at 
about two-lhirds of total demand* 


Table 39 * L o Jii s Advanced by ^3SJS.m2.1jAL3.]. 'll.. 

Societies in 0*P» % 1980-81 to 199.4-95 


(Rs» Crores) 


Year 

Loans Advanced 

Short Medium Total 

Term T e !' m 

Total 

Recovery 

Recovery 
Percen t age 

1980-81 

162.61 

26.33 

188.94 

161.96 

52,90 

1981-82 

179.28 

41.99 

221,27 

178.68 

51.50 

1982-83 

182.76 

56.95 

239.71 

200.41 

50. 20 

1983-84 

201.89 

48.39 

250.28 

221.80 

49.70 

1984-85 

184.52 

45.24 

229.76 

215.26 

49.50 

1985-85 

205.66 

47.82 

254.48 

239.84 

48.60 

1986-8? 

205.29 

53.74 

259.03 

235,22 

48.50 

1987-83 

224.54 

100.21 

324.75 

267.47 

51.07 

1988-89 

268.98 

47.54 

316.52 

258,31 

48.21 

1289-90 

264.43 

33.48 

297.91 

206.07 

71.10 

1990-91 

353.58 

26.49 

379.99 

468,16 

66.30 

1991-92 

608,21 

28.94 

637.15 

541.35 

66.00 

9 2 — 9 

729.94 

21.76 

751.70 

620.08 

62.26 

1993-94 

737.72 

26.77 

764.49 

631.47 

57.44 

1994-95 

785.57 

17,85 

802.62 

819.31 

70.89 

Rate of 

Growth 





Per Cent 

Per Annum 





1980-85 

3.2 

14.5 

5.0 



1985-90 

6.4 

-6.8 

4.0 



lSSO-95 

22.1 

-7.3 

20.6 




Source : Registrar Cooperative Societies, U.P^. 


COiSTi^lAI^TS in DEVELOPMENT 

The general . economi c backwardness of Uttar Pradesh and 
low growth rates of the state econoiiy are a direct 
consequence of low levels , of i nves t-sien t in the ecofto^y during 
the planning periods* The ericouragi tig signs of acceleration 


in 1 n V e s t ii e n t and growth 1 e v e 1 s w i t n e s s e d in the seventies 
and eighties could not be sustained in. the nineties* Public 
investient has sharply declined as a ratio of SDF in the last 

decade r e f 1 e c t i n »- ! * r * t * * * i. l i. * 

^ ^ n 9 the growing fiscal crisis 1 n the s t a c e 

budget* The social milieu has net encouraged the growth of a 

vigorous en t r ep r eneu r i al class in the state* The state has 

also not been able to generate a favourable climate to 

attract substantial investment from outside, A number of 

i ns t i t u t i onal , i n f r as t r uc t u r al and policy constraints have 

c o n t i b u t e d to the r" e 1 a t i v e economic stagnation of U » P • Some 

of the major constraints on accelerated development are 

brieflydiscussedhere. 

The major hurdle in the progress of agriculture and 
industry in the state has been the inadequacy and poor 

q u a 1 i t y of the e c o n o jn i c i n f r a s t r u c t u r e , J h e C M I E index o f 

i'“elative development of infrastructure in U,P* has hovered 
around 110 as compared to the national average, way behind 
the level prevailing in Punjab (210), Haryana (ISS), Kerala 
(139), Tamil Nadu (138) and Gujarat (122), which are the 
rapidly growing states. In fact the relative gap in 

1 n f ras t r y c t u r e between the developed states and U*P, has 
widened," 

The major i n f ras true tural constraint is that of EPiier. 
The ' installed capacity of’ power, generation has reiiairied 
static in the last few years'with the result that energy 
deficit has increased from 17 per cent to 20 per cent. The 
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second major bottleneck is that of roads, particularly in the 
rural areas. The rural road density at 2662 km. per 1000 sq. 
kffi. in 1995 is among the lowest in Indian states and half of 
the ell -India average (5196 kni.), one-third of Punjab (8569) 
and only one-sith of Tamil Nadu (16272). Nearly half of the 
over 1 lakh villages of U.P. have yet to be connected with 
all weather roads and around one-fourth villages remain to be 
electrified. The third major infrastructural const i'aint is 

that of f i n a nci al i n f r a s t rue t u r e , which is much too 

inadequate in terms of physical accessibility and volume of 
credit required. The state similarly lags behind 
significantly in the field of telecommun i ca t i o ns , etc. 

Apart from the inadequacy of the economic infrastructure 
the quality of available inf rastructure is far from 
satisfactory due to insufficient attention to maintenance and 
managerial deficiencies. This lowers the efficiency of the 
economy in general and raises the cost of production. 

The second major development constraint in U.P. is that 
of the low levels of human resource development reflecting 
the substantial under investment in education and health 
services in the state (Dreze and Gazdar, 1996). In most of 
the indicators of social development, U.P. is at the bottom 
among Indian states (Table 40). Literacy levels continue to 
be abyssmally low at 41.6 per cent in 1991 against the 
national' average of 52.2 per cent. Female literacy is still 
at the shocking level of 25 per cent and even Tower among 
deprived sections. The availability of health services is 


This is 


relatively low and its access highly inequitous, 
reffiected in the high rates of infant mortality and lowest- 
life expectancy in the state. Fertility rates are as high as 

5.1, much above the national level and will take over a 
century to cose down to the level of 2.1 already attained by 
Kerasa and samil Nadu. The deinog r aph i c situation, thus, 
presents an extremely worrisorae picture. 


T 

i 

a o i e 40 t .Ij!!. g o [ t a n t Social and DeiOQraphic 

Indicator 

S 1 11 ^ 


* ........ and I n d i a ; Early 

H 1 e t "i e s 



I n d 1 c a 1 0 r 

U.P. 

I ri d 1 a 

K e a 1 a 

1. 

Birth Rate, 1996 

34.0 

27.4 

17.8 

2 » 

Death Rate, 1996 

10.0 

8.9 

6.2 

3. 

Infant Mortality Rate, 1996 

85 

72 

13 

4 » 

Couple Protection Rate, 1995 

37.2 

45.4 

46.7 

5. 

Total Fertility Rate, 1994 

5.1 

3.5 

1.7 

5 tt 

Life Expectancy ; Females, 1991 

55.1 

59.7 

74.7 

7. 

Mean Age at Marriage ; Females, 
1994 

19.5 

19.4 


8. 

Female literacy rate, 1991 

26.0 

39.4 



Source ; Planning Commission, Ninth_Five Year Plan Draft 
(1997-2002) . New Delhi" ' " 


The prevailing low level of husnan development causes' 
great' deprivation to the large masses and constricts their 
capabilities to benefit from the limited opportunities 


56 


avaiiabie to the® on the one hand and constraints the rapid 
economic pro 9 ress of the economy through low productivity 
levels on the other hand. 

Thirdly^ the state government has failed to generate a 
favourable developiiient climate through appropriate policy 
measures to promote investment in the p r i v a t e sector in 
productive activities as well as i nf rast rue ture ♦ Since 1991,. 
considerable liberalisation of the economy has taken place 
and many of the regulatory measures c o n s t r a i n i n 9 investment 
in domestic industry and agriculture have been removed 
largely on the initiative of 'Government of India, The 
process of liberalisation has brought about a change in the 
outlook of the upper echelons of the policy makers but the 
process has yet to make an impact at the cutting edge lower 
level fufictionaries (Singh, 1994), Private entrepreneurs ar"e 
discouraged by the bureaucratic delays and hassels, which 
raise' their transaction costs. The state policies have 
heavily depended upon subsidies and financia Icon cessions to 
provide incentives to the agricultural ists and i ndus t r i al i s ts 
without adequately emphasizing economic viability of the 
schemes. The mounting subsidies have created a feeling of 
dependence, encouraged leakages and eroded into the 
productive n nvestraent ' by the government. The competitive 
concessions to industr i al i sts have also eroded the potential 
resource 'base of the governsiient, while proving inadequate to 
cvercbise other problems faced by the industrialists to 
attract, investment.', ■ 


Finally^ over the years the public institutions 
providing development services have %^eakeried and their 
functional efficiency has declined affecting the quality of 
Ihs oelivefy mechanism. The iristitutional decay has 
extensively affected the functioning of the governnent 
departments, public co r po r a t i ons , public sector unde r t ak i ngs , 
rural financial institutions, extension services and research 
insticutionst Political instability ^^itfiessed in the rece n t 
y e a r s h a s contributed to this d e t e r i o r a t i n 9 s i t u a t i o n i n its 
t u r‘ ii affected the quality of 9 o v e r n a n c e and d i v e t e d 
attention fr"om importarit developmental issues* 

DEVELOFi^iEf^TAL PRIORIT IES 

A well thought out programme of public spending 
supported with a policy package to create a more investor 
friendly economic environment is needed in the state to stop 
the present economic slide and start a process of accelerated 
economic growth. This requires bold initiatives on the 
fiscal and policy fronts* 

The ' fiscal imbalances which have emerged since the 
eighties need to be corrected by keeping the burgeoning 
revenue expenditure in check and gradually raising the share 
of the plan expenditures to at least the levels prevailing 
earlier., Given the limited possibilities of reduction in 
revenue expenditure, public investment can be raised only 


through a bold programme of resource mobilisation by 
r a t 1 onal 1 s 1 ng the tax structure, widening its base and 
reducing the present high levels of tax evasion specially in 
trade and property taxes* The tax-SDP ratio which has 
remained at a level of ar-ound 6 per cent in recent years has 
to be r- a 1 s e d to 8-9 p e f“ cent over the Ninth P 1 a rj period. 

The health of the state finances is also closely related 
to t I'l e question of public e n t e r p r i s e r" e f o r m and cost r e c o v e r y 
of public services In sectors like irrigation, pow^er, 
education and health* A well thought out strategy of 
p r i va t i za t i on and/or closure of terminally sick PSEs and sale 
of trieif" assets can help in educing fiscal deficit. 
Rational pricing of economic ser" vices provided by the state 
i n c 1 u d i 9 power, transport a fi d irrigation has to be followed 
as the present ' I evel s of subsidy have become unsus t a i nabl e 
and are affecting the future growth of these critical inputs. 
Similarly cost recove r-y in the field of social ser" vices has 
remained unchanged at a nominal level for long affecting 
their quality and growth. Much of these subsidies are also 
ffiis”directed and are cornered by the rich. Only a gradual 
and sustained effort to raise the user changes to a 
reasoriable level over a medium term can hope to succeed. 

The programme of public expenditure should largely 
concentrate upon key areas of exonomic and social 
inf rastructure constraining the accelerated growth of the 
economy. The real challenge of developfxnt policy in U.P. at 
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the presentjuncture is that of removing the social under- 
development of the state as early as possible by brifiging 
about i p r o V e III e n t in the educational and health status of the 


people^ particularly the females and the vulnerable sections^^ 
Without substantially improving the human capabilities of the 
people no wo r’t!i while social and econoifiic progress is 
conceivable in U»P. Investment in social i n f ras t r uc t u r e and 

iuiprovement in the quality of the services^ the r"e fore, are 
matters which deserve highest pr^iority* 


Public investment pf'ogramme should s liar" ply focuss on the 
removal of the infr‘astructuf"al constr'aints* t!eavy investment 
in power gener'ation and distr'ibution system and reform of the 
power sector to restore the financial viability of the IJPSES 
are the need of the hour"t Similarly, improvement of rural 
i n f r as t rue t u re. pa r t i cul a rl y roads and the rural credit system 
will pay rich dividends in raising agricultural output and 
diversifying the rural economy and will have a favourable 
impact on rural poverty situation. 


To raise the effectiveness of public expenditure 
attention needs to be paid to the r e v i tal i za t i on of the 
important public institutions including governiient 
departffients, financial insti tutions, public utilities as well 
as research and extension agencies. The local level 
panchayati raj institutions should be empowered with adequate 
financial resources and powers to become effective 
institutions for people oriented planning. 
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Policy refoms are needed to create a favourable cl innate 
for private investment in agriculture and industry as well as 
infrastructuie# Restrictions on agro~proce ss i fi 9 industries 
should be speedily r“e moved and private sector" should be 
encouraged to participate in the provision of' various 
e c o h o m 1 c services in the r u r" a 1 a r" e a s • The v a r“ i 0 u s procedural 
irricaricS in star" ting industry need to be r‘e moved to the*" 
exterit possible by reducing the red tape and adopting an 
entrepreneur friendly approach. A suitable policy package 
needs to be adopted to encourage the par t i c i pa t i on of the 

private sector in developing the much needed i n f ras t rue tur e 
in a big way. 

To conclude^ U.P. has a lar"9e development potential 
which remains to be fully tapped due to an unfavourable 
social and economic environment prevailing in the state. The 
experience or the seventies and the eighties has shown that 
the state IS capaole of attaining much higher” growth r"ates 
than registered in the recent past, A well directed 
P r 0 g r a ’ill m e of public investment along with institutional and 
policy reforms to improve the quality of public services and 
generate a favour" able climate for" private instment can re- 
start the state economy on a path of accelerated ■ and 
sustained development. 
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